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* The War Debts—French View 


s} One of the interesting features of the American Semi- 
nar in Europe during the past summer was an address on 
the war debts given in the Sorbonne, Paris, by M. Adrien 
Dariac, member of the Chamber of Deputies and president 
of the French Subcommission on the War Debts. It is 
the purpose of the Department to present, later on, through 
INFORMATION SERVICE, a thorough analysis of this whole 
subject. In the meantime it seems useful to present the 
following summary of M. Dariac’s address, based on our 
own translation, as an ex parte statement, without inter- 
pretation or comment. Thus our readers will have an 
guthoritative statement of the French case. 
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pz». French debt to the United States falls into three 
Passes: the commercial debt or that contracted before the 
pty United States entered the war; the political debt or that 
Mi contracted after the United States entered the war, and 
the debt caused by the sale to France of American war 
i} Supplies accumulated in France. The commercial debt 
does not enter into these calculations: the question of 
i repayment is limited to the political debts and to that for 
the war supplies. By the terms of the original draft 
et agreement France was to pay this in regular installments 
wp to 1930. Political debts were incurred under the law 
a April 24, 1917, for the issuance of bonds to provide 
for the necessary expenses for security and defense, to 
tarry on the war and to provide credit for foreign gov- 
ermments. The American Treasury Department agreed 
to give credits to the foreign governments in exchange 
ll for obligations, which the American government could 
ei sell at par on the market. 
; French needs for 1917 were estimated at $200,000,000 
t month up to July 1 and at $150,000,000 per month 
for the rest of the year. It was constantly necessary for 
¥ the French representatives to relieve American fears as 
fo the use of the money. The American Treasury speci- 
fied that the funds it loaned must be used in America 
and it was constantly concerned with making sure that 
these funds were not being used elsewhere. The Secre- 
lary of the Treasury also urged the creation of an inter- 
Allied agency charged with asking for and allowing 
redits. France agreed to all these requirements but 
@england objected. Since there was no definite program 
Mle necessary credits had to be secured from day to day. 
» After the Armistice the American Treasury was at first 
Willing to continue loans to France for reconstruction 
Purposes. But it soon showed a preference for ordinary 
G@mmercial purchases in the United States instead of 
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loans. In December, 1918, the Secretary of the Treasury 
had a bill proposed in Congress authorizing the Allied 
governments to use for reconstruction the balance of the 
funds loaned to them. At the same time he decided that 
henceforth ordinary loans to France would be considered 
as advance payment of the francs which the French 
Treasury was to pay the American soldiers in France. 
The following table shows the amount of French bor- 


rowings from the United States by years in even thou- 
sands: 


$1,130,000,000 
966,427,000 
Repaid from 1919-1925 ...........-- 64,306,000 


Interest at 5 per cent amounts to $146,000,000 per year. 

At the time of the Armistice the American army had 
accumulated large quantities of supplies in France. It 
was decided to sell these supplies to France to be used for 
reconstruction work instead of shipping them back to the 
United States. The price finally agreed upon for these 
supplies was $407,341,145 a reduction of about half the 
price first asked (6 billion francs). But when these goods 
were sold France received only $270,000,000, assuming 
the same value of the dollar as that at which they were 
purchased. So France lost about $137,000,000 in addi- 
tion to the loss created by the lowered exchange. 

France actually spent more in the United States than 
she borrowed. She spent $5,511,500,000 in the United 
States from August, 1914, to 1920, or $2,578,328,000 
more than the credits offered to France. American in- 
dustries profited by this expenditure. The Mellon- 
Berenger debt agreement calls for $4,025,000,000. This 
includes the political debt and the debt for supplies less 
certain reimbursements and accrued interest. The debt 
would be paid in 62 annual installments. The annuity was 
fixed at $30,000,000 in 1926 and 1927, at $32,500,000 in 
1928 and 1929, at $35,000,000 in 1930. Until that date 
no interest was to be paid. After 1930 the interest rate 
would be 1 per cent until 1940, and would then graduall. 
rise to 3% per cent, which rate would obtain, after 1968, 
The last payment would be $117,675,104. 

What has surprised France is that the demand should 
be made. What has shocked America is that France had 
believed for an instant that the demand should not be 
made. The conflict, then, is between the peoples, not 
between the governments. America has an absolute right 
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to be paid and America has remitted part of the debt. 
But the French people have assumed that the entrance 
of the United States into the war was a fraternal gesture, 
natural and expected. As the war progressed, as M. André 
Tardieu has pointed out in a recent book, the victory of 
the Allies became necessary to the United States. It 
appears that the sentimental reasons which urge the an- 
nulment of the debts have faded out and the fact emerges 
that America entered the war to assure the payment of 
the money owed her and to avoid the bankruptcy of her 
debtors. France should then forget the promises made by 
orators in the United States Senate at the time of the 
Liberty Loans, since these promises did not bind either 
the government or the American people. Lloyd George’s 
statement in 1915, that an alliance in time of war means 
that each country turns into a common fund whatever 
resources she can, has remained a dead letter. 

But even though America entered the war for her own 
national interest there is a just claim for revision of the 
debt settlements. The war was fought on French soil and 
sustained by French effort during the period between 
America’s declaration of war and her effective entrance 
into the conflict. The operations which made France a 
debtor nation enriched abnormally both the individuals 
with whom she traded and the creditor states themselves ; 
witness, the fact that taxes on war profits in America and 
in England were included in the prices asked for goods 
bought. Therefore, France would have paid twice for 
the same thing. Figures show as compared with 1914 a 
[surplus] profit of 43 per cent was made in America on 
the sum total of French expenditures for supplies. This 
proportion applied to the total purchases would amount 
to $1,840,000,000, or almost half the amount still due to 
America. Further, excess profits taxes levied in England 
and the United States after the war enriched these coun- 
tries at the expense of France. 

During the war France had 3 million hectares of land 
devastated, of which half were tillable lands ; 52,000 kilo- 
meters of roads, 6,000 kilometers of railroads and 20,000 
factories were destroyed; 1,400,000 head of cattle were 


stolen; 2,732,000 inhabitants of the invaded area were. 


driven from their homes; 1,944,000 persons endured for 
four and a half years the burdens of the invasion, forced 
labor, deportation and famine; 4,000 cities and villages 
were damaged by the war; 594,000 houses were burned; 
the municipal life of 3,256 communes disappeared. France 
has spent more than 730,000,000,000 [paper] francs on 
reconstruction. The United States and England brought 
pressure on France to reduce German reparations. Amer- 
ican newspapers have shown that some responsible per- 
sons thought the French debt should be revised along with 
reparations. France would be satisfied with what these 
Americans have asked [e.g., the statements by the Colum- 
bia and Princeton faculties]. 

The French government decided to pay an installment 
on the debt to both England and the United States before 
the agreements were ratified. The French Parliament 
has agreed to accept the Mellon-Berenger debt agreement 
with these reservations : 

1. A clause should be included in the debt agreement 
guaranteeing that the payment should not injure the 
French monetary system. 

2. A clause should be included which would provide 
for a re-opening of the question in case the reparation 
payments under the Dawes plan are not met. An under- 
standing has been reached with England by which the 
terms of Anglo-French agreement will be reconsidered 


if the receipts under the Dawes plan should fail by as 
much as half, 

3. A third clause in the agreement should prohibit 
United States from offering the French bonds for Ss 
on the open market. Presumably Article 7 of the debt 
agreement, as it stands, is intended to permit this. Such 
an action would have a disastrous effect on French credit 
and interest rates on future borrowings. More important, 
still, if the American Treasury should offer a billion dol- 
lars’ worth of these obligations in the Paris market, it 
would cause so large an exportation of capital that no 
monetary system could resist it. The stabilization of the 
franc would then be impossible. If the United States had 
no intention of using this power there could be no objec- 
tion to its elimination. 

4. The clause in the Versailles Treaty which provides 
that the German fiscal system should be as heavy as that 
of the Allies should be enforced, as it is not at the present 
time. The fiscal burden of France in proportion to the 
national revenue is much greater than that of either Ger- 
many or the United States. The figures are 22 per cent 
for Germany, less than 10 per cent for the United States 
and 33 per cent for France. 

With these reservations the French Parliament would 
ratify the debt agreements. But the settlement of the 
debt question will be only begun. The world is now so 
interdependent that the United States cannot ignore 
Europe’s troubles since they react on America as well, 
The United States must choose whether to let the evils 
created by the war continue in Europe with the risk that 
these troubles will attack the United States or to recreate 
in Europe a durable peace which will make America’s 
peace more certain. When the people of the Unite 
States really know the French then they will understand 
the injustice and the dangers created by America’s aloof- 
ness from European affairs. The difficulty in the way of 
settling the debts is a mutual misunderstanding between 
the two countries. When America really understands 
France the debt question will be settled. 


Forcing the Child Labor Issue 


The child labor bill introduced in the 54th General 
Assembly of Missouri was sponsored by the Missouri 
Women’s Legislative Committee. This committee is com- 
posed of representatives of 16 outstanding social organ- 
izations. 

The bill provided for the repeal of the old child labor 
law and the enactment of the following provisions. Chil- 
dren under 14 should not be employed and those between 
14 and 16 must obtain a permit. The hours of labor 
should be not more than 8 per day, 48 per week and 
between 7 a.m. and 7 p.m. Except in dangerous occupa- 
tions children working in agriculture and domestic service 
or working for parents or guardians were exempt. Per- 
mits could be issued by the superintendent or principal 
of a public school to children who had completed the sixth 
grade upon the presentation of a certificate of health, of 
documentary proof of age, and of an employer’s promise 
of work which stated the nature of the employment. 
Employers were required to post the certificate and at the 
termination of employment to return it to the official whe 
issued it. No fee could be charged any child for a permi 
The presence of a child in a place of employment should 


be regarded as presumptive evidence that he was employed _ 


there. 
At the hearings on the bill, representatives of the As- 
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s | sociated Industries of Missouri appeared as the chief it was necessary to withdraw 27,000,000 barrels of crude 
opponent of the bill. The opponents of the bill said they oil from storage, we produced 773,000,000 barrels. Un- 
5 € not against the bill as a whole but they wanted the less the Seminole and other rich wells are temporarily 
to allow regular attendants at school over 12 and corked, 1927 may go down into history as the year in 
wt | under 16 to work after 7 p.m. but not later than 11 p.m. which 900,000,000 barrels were’ produced.” 
h | Furthermore children between 14 and 16, except in Oil is produced in commercial quantities in 19 states. 
it | dangerous occupations, should be allowed to work with- At present there are five great producing districts in the 
t, j out a permit \hen school was not in session. The pro- United States—the Spindletop and Panhandle in Texas, 
|- | ponents of the bill then offered to amend it by allowing Ventura Avenue and Seal Beach in California and the 
it | children between 14 and 16 to work without a permit Seminole field of Oklahoma. In the last named field a 
10 | when school was not in session and to permit children year ago 1,500 barrels per day were produced, but deeper 
re | over 12 and under 16 in regular attendance at school to drilling brought the production up to 354,000 barrels per 
id | work evenings until 9 p.m. day by May, 1927. On April 1 of this year there were 
C~ After these compromises were made, the bill was re- 314,259 wells in the United States “yet it required only 
ported favorably by the committees of both houses. Re- 330 wells to upset the oil market and to bring our second 
es | gardless of this endorsement the Senate injected several largest industry face to face with overproduc- 
at | destructive amendments and finally placed it on the in- tion.” But the average daily production of all the wells 
nt formal calendar. After its defeat there, no effort was is only 7.8 barrels because more than 250,000 wells yield 
he | made by the sponsors of the bill to bring it up in the but a fraction of a barrel a day. “Half of our crude oil 
t- | House. They believed that the Missouri legislature was comes from about 6,000 wells, most of which are owned 
nt | in no mood to consider the child labor question. This by companies financially so well entrenched that they can 
es | was to be explained (1) by the fact that the legislature weather the storm.” 
(particularly the rural members ) had no intelligent con- When an unusually large production takes place, how- 
ld | ception of the needs of children and the effects of pre- ever, many milions of dollars must be spent for building 
he | mature labor, (2) by the fact that the Associated In- storage facilities and “flush fields sometimes have a way 
so | dustries had prejudiced the minds of many against any of ceasing to produce with disheartening rapidity. . . . 
wre | child labor reforms during their campaign against the During the flush era of California (1923-1924) $47,- 
all. federal Child Labor Amendment, and (3) by the fact that 000,000 was spent in building steel tanks and concrete 
‘ils | insufficient educational work on the subject had been done basins to hold 100,000,000 barrels of oil. Then came the 
iat | throughout the state. drop in production in 1924 and tanks that cost $17,000,000 
ate This bit of history is significant. The opponents of the and which could hold 28,000,000 barrels were never filled. 
a's wi Labor Amendment, in general, contended that the Last year it cost about $125,000,000 to store 
te ntrol of child labor was a matter for the states, not for necessary stocks of oil. This year it will cost far more 
nd | the federal government. When it became apparent that to store unnecessary stocks” for “about 300,000 more 
of- } the amendment could not be ratified at an early date the barrels of oil are now produced a day than the country 
of | National Child Labor Committee took the position frankly actually needs. Tanks must be built to hold that oil and 
een | that for the present the major effort should be directed many of them may never be used again.” 
nds | at strengthening state legislation. Such an experience as Besides the discovery of new fields several factors have 
that here recorded has the inevitable effect of renewing been contributed by engineers and chemists which have 
the demand for federal action, and many believe the tide greatly increased the yield. The impetus for these im- 
will turn toward the establishment for the nation as a provements was furnished by a 429 per cent increase in 
whole of standards which state legislatures refuse to consumption of gasoline between 1916 and 1925. A few 
ral | adopt, thus blocking the efforts of more progress in states. years ago a well of 2,000 feet was considered a marvel 
url but the engineers have now developed means of reaching 
om- Our Oil Resources depths of 10,000 feet. When the gas pressure gives out 
an- and pumping is ineffective, air pressure has been used to 
A statement by W. C. Teagle, president of the Stand- rejuvenate wells. However, had the chemist not invented 
bor | ard Oil Company of New Jersey, is to the effect that “the a process by high temperatures and pressure to obtain a 
hil- } next session of Congress will see the introduction of one greater percentage of gasoline “it would be impossible to 
een — or more bills to give the federal government a voice in obtain enough gasoline to drive the 22,000,000 motor 
bor | the conservation of petroleum. Whether the projected vehicles of the United States.” During January and 
and | legislation will pass is one thing, and whether, if enacted, February, 1927, “we piled up 10,671,000 barrels of gaso- 
ipa- | it can stand the test of constitutionality is quite another. line in storage—7,000,000 more than our total increase 
vice } Eminent legal authorities believe that the federal gov- in demand.” From this it is “obvious that the refiner 
Per- | ernment cannot regulate oil production without an amend- must call a halt as well as the wildcatter (opener of new 
‘ipal | ment to the Constitution.” Here is a social issue of major wells).” 
ixth § importance. In December, 1924, President Coolidge established a 
».0f f Since oil was first discovered in Pennsylvania in 1859 Federal Oil Conservation Board to investigate oil pro- 
mis¢ § the development of our resources has been characterized ducing, refining methods, the extent of our resources and 
ent: § by ups and downs with which only the most strongly to recommend methods of conservation. This board is 
t the prganized companies could cope. For large production composed of the secretaries of the Interior, War, Navy 
whe quires large expenditures for storage and a cut in the and Commerce departments and serves in an advisory 
rm market means low prices. According to W. Kaempffert capacity. 
ould } in the New York Times, May 22, 1927, the average daily In September, 1926, the board made a preliminary re- 
oyed § output of the country in 1927 has been about 2,500,000 port in which it estimated the present reserves in pumping 
xa ‘barrels or 75,000,000 barrels a month, which is more and flowing wells to be 4,500,000,000 barrels or theo- 


than the whole production of 1907. “Last year, when 


retically equivalent to six years’ supply. By June, 1926, 
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9,000,000,000 barrels had been produced and one-third 
of this number during the last five years. The United 
States produces 70 per cent of the world supply and 
consumes about the same percentage. Between 1859 and 
1926, 680,000 wells were drilled over 20 per cent of which 
were dry. There are about 500 refineries and the total 
investment in wells, refineries, transportation and market- 
ing facilities is estimated to be $9,500,000,000. 

Vast wastes in the resources are due to blowing the 
gas in order to hasten the flow of the wells. For example, 
in the Cushing field in Oklahoma at one time the average 
daily waste was 300,000,000 cubic feet or 100,000,000,000 
cubic feet per year—in heat units equivalent to 5,500,000 
tons of coal. Because of imperfect methods of recovery 
from the oil sands it is estimated that only 25 per cent 
of the oil is withdrawn. This situation could be largely 
improved by better control of the flush and the release 
of gas in new fields. About one-half of the supply is 
burned as crude oil and fuel oil as the result of the at- 
tempt to substitute it for soft coal of which we have vast 
quantities. 

The federal board suggests that for future supplies, 
besides what we now have in reserve, we shall have to 
look to the following sources—deeper drilling in known 
areas, discovery of new fields (no accurate forecast of 
which is possible), better control of the flush in new 
fields, improved methods of recovery of known resources 
(for example the use of air pressure to take the place of 
escaped gas), better utilization of crude oil, economies in 
consumption by the use of more efficient engines (for 
example it is estimated that 25 per cent of the gas can be 
saved on the same mileage), and distillation of oil shales, 
some of which yield a barrel of oil per ton of shale. 

According to the federal board the major part of the 
responsibility for dealing with the general situation in 
the oil industry must “rest upon the normal commercial 
initiative of private enterprise.” Besides the means sug- 
gested above for assuring our future supplies the owners 
of a single field can voluntarily agree to control production 
and the board cites instances in which it has resulted in 
more economical and steadier production. 

Furthermore, the oil-producing states have the right 
under their police powers “to prevent the action of one 
owner from working a deprivation of the rights of other 
owners of a common property and to prevent waste or 
destruction.” This implies that the several oil-producing 
states could take action which would free the owners 
from the present competitive struggle and stabilize pro- 
duction. 

The producers, however, have resorted to the appoint- 
ment of a “dictator” for the Seminole field and have 
sought to discover how far such a method might be ap- 
plied more widely. As the law now stands they can 
expect little if any encouragement from the federal gov- 
ernment whose powers are limited to the control of the 
oil resources on its own lands. Incidentally the federal 
government by “administrative policy” has delayed pro- 
duction on its own lands and has relieved the market to 
the extent of a “shut-in production of 120,000 barrels a 
day.” If we may judge the effectiveness of a dictatorship 
or other voluntary methods of control of production by 
the fact that the prices of crude oil have continued to 
fall over a period of many months then the producers 
can expect little relief from that source. 

The relative position of the United States in world 
production is shown by the following table: 
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WORLD OIL PRODUCTION 
in barrels) 


1924 1925 1926 
763,743,000 775,000, 
115,515,000 90,551,000 

52,448,000 
20,912,600 
35,038,000 
16,646,000 
21,422,000 
9,138,042 
8,000,000 
1,006,708 
5,949,000 
5,960,000 
4,386, 
4,257,000 
2,000,000 
1,226,000 
143,000 
1,403,000 


1,069,193,857 


000,000 
37,226,019 


1,097,012,235 


In the civil suit brought against the Doheny oil inter- 
ests to recover the naval oil reserves at Elk Hills, Cali- 
fornia, the government was successful. The civil suit 
against the Sinclair oil interests for the return of the 
Teapot Dome reserves is still pending before the United 
States Supreme Court. 

In the criminal suit charging Doheny and Ex-Secre- 
tary Fall with conspiracy to defraud, a jury in the District 
of Columbia Supreme Court decided that they were not 
guilty. A second criminal suit against Doheny and Fall 
charging them with bribery is awaiting trial. Similar 
suits are pending against Sinclair and Fall. 6 


The Rise of a Cooperative 


This Service has continually reported on the coopera- 
tive movement because of its economic, social and ethical 
significance. Within the past five years, one of the most 
efficient federations of local cooperative marketing asso- 
ciations in the United States has become established. It 
is known as the Land O’Lakes Creameries, and is serving 
as a sales agency in many cities of the United States for 
402 cooperative creameries in Minnesota, 19 in Wisconsin 
and 1 in North Dakota. A former college professor has 
been managing the enterprise. 

The first objective of the federation was to develop a 
high quality product. This was achieved partly because 
the local creameries which are members are of the “haul 
in” type (i.e., the farmers live near enough to bring cream 
daily or at least three times a week), but it is also the 
result of a long process of education. The Land O’Lakes 
Creameries handled the product of 84,000 farmers last 
year and sold 80,622,796 pounds (3,508 carloads) of high 
quality butter for $39,851,655. The average return ob 
tained by the member creameries, even after deducting the 
marketing expenses of the federation, exceeded that paid 
in the New York and Chicago markets for “extra” quality 
butter. By shipping in carload lots, a saving of over 
$350,000 was effected for members. 

The local creamery enters into a contract with the fede 
eration, whereby it agrees to deliver all its products fg 
a period of two years and to conform to the manufactui 
ing and sanitary rules of the federation. Any local group 
may sever contractual relations, however, by merely givifl 
30 days’ notice. ry 
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